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Higher education institutions: direct income, expenditure and employment 







x HEI international revenues (institutional gross export earnings) amounted to nearly £2 billion 
representing nearly 12% of all HEI income. 
x In 2003-2004 UK HEIs spent £16.6 billion, with the single largest component of expenditure 
being labour costs, which accounted for 59% of all costs. 
x HEIs directly employed over 330,000 people, which equated to approximately 280,000 full 
time equivalent (FTE) jobs. This was equivalent to 1.2% of total UK employment. 









International students and visitors 













The overall impact of the higher education sector 
x “Higher education sector” impact is defined in this study to be that of the higher education 
institutions together with that of international students and visitors to the HEIs. 





























































This study follows on from, and updates, earlier analyses of higher education (The impact of 
universities and colleges on the UK economy, McNicoll, McCluskey & Kelly, CVCP 1997 and The 

















Broad purpose of revenue earned by HEIs 2003/04 









Source: Analysis derived from HESA Resources of Higher Education Institutions 2003/04 













































Source: Universities UK economic impact model 




























Funding council grants  6516.6  0  0  6516.6 
Tuition fees & education 
grants  1538.5  1238.6  1301.8  4079 
Research grants & 
contracts  1355.2  994.6  364.8  2714.6 
Other services rendered  349.7  462.3  165.9  978 
Other general income  497.8  1687.7  157  2342.5 
Endowment & interest  0  236.4  0  236.43 
Totals  10257.8  4619.7  1989.5  16867 
Sources: Analysis derived from HESA and previous HEI survey data 







i i l  (i l ) 
UK HEIs sources of revenue 2003/04 
48% 
Core UK Publ c Sources  Other UK Publ c Sources 
UK Pr vate Sources  Internat ona  Sources nc .EU
Source: Analysis of HESA data 
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Output generated by the HEIs 





















Figure 8: Total output generated by UK HEIs 2003-2004 (£42.5 billion) 









































































































































I  n dust r  i  e s 
OUTPUT £MN 
Figure 9: Pattern of total output generated by UK HEIs 
















Pattern of secondary employment generated by HEI 
expenditure 2003/04 ( Total 276,438 ftes






























Balance of employment generated by UK HEIs 2003-2004 
Total 556,584 FTEs 
50%50% 
HEI  employment  Knock-on employment 




Occupational profile of employment generated by UK 
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S t a nda r d Oc c u pa t  i  ona l  C l  a ssi f  i  c a t  i  on 






























Office machinery 2.12  2.98 





Computing services 1.59  1.39 
Legal Activities 1.34  1.03 















































 The most recent is: Callender, C., Wilkinson, D.(2003), 2002/03 Student income and expenditure survey: 








































 Overseas students Overseas visitors 
Total personal expenditure 
(off campus) 
£1.54 billion  £106.15 million 
Expenditure on UK Goods 
and services 
£1.01 billion  £79.83 million 
Knock – on output 
generated throughout UK 
economy 
£ 2.4 billion  £199.56 million 






















The HE sector 
Direct output £16.9 billion  0  0  £16.9 billion 
Secondary output £25.6 billion  £2.4 billion  £0.2 billion  £28.2 billion 
Total output 
generated ( direct 
plus secondary) 
£42.5 billion  £2.4 billion  £0.2 billion  £45.1 billion 
Direct employment 280,146 FTEs  0  0  280,146 FTEs 
Secondary 
employment 
276,438 FTEs  21,924 FTEs  2715 FTEs  301,077 FTEs 
Total employment 
generated ( direct 
plus secondary) 
556,584 FTEs  21,924 FTEs  2715 FTEs  581,223 FTEs 
Export earnings17 £2.0 billion  £1.5 billion  £0.1 billion  £3.6 billion 






























Methodology and model specification 












XD = XDD + YDD(1)  + E. 
Following this we calculated the domestic flows coefficient matrix, 





This was then validated by calculating the following: (this is known as a recreate base or a base year 
test.) 



































UK (7)  X UK  ¦X ij Y UK 
i 1 
where: 




















UK UK(8)  X ijUK  aij X j i , j 
or, in matrix form: 
X ij
UK UK(8a)   AUK X 
UK















UK UK(12)  E  ˆ X e 
34 
Or alternatively, 
UK UK ]1 UKˆ[ (12a)  E  A I e Y (by substitution from (10) 
For the creation of the occupation by industry matrix21 we define a matrix, oUK, of UK occupational 
employment shares coefficients with elements given by: 





UK(14)  O  oUK Eˆ UK 
and from (12a): 





sectoral gross outputs 
XUK -1 YUK = [I-AUK]
sectoral total employment 
UK UK ]1 UKE   A I e Yˆ[ 
employment by occupation 
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